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PREFACE 

Americans of all ages are affected by intensi fying problems related 
to generally inadequate retirement income in this Nation. 

Heeding that fundamental premise, the U.S, Senate Special Com- 
mittee on Aging is conducting a major study on the “Economics of 
Aging : Toward a Full Share in Abundance.” 

To assure that its hearings will be productive and well-founded, 
the committee has asked several task forces to prepare “working 
papers” 1 in advance of testimony by task force members and other 
witnesses. 

The first working paper — issued in March- — surveyed the field and 
produced evidence of (a.) a widening gap between retirement and 
work income; (b.) prevalence of poverty or near-poverty among at 
least 7 million Americans aged 65 and over; and (c.) little prospect 
for improvement in the income position of the aged unless major policy 
changes are made. 

That same working paper also recommended that more intensive 
attention be given to several specialized subjects, including “implica- 
tions of early retirement trends” and “employment opportunities in old 
age.” 

In response to that recommendation, the Subcommittee on Employ- 
ment and Retirement Incomes of the Senate Committee on Aging is 
about to take testimony on the role of employment in promoting 
economic security in retirement and in the years just before retirement. 

And once again, a working paper has been prepared in advance of 
actual hearings. It appears on the pages that follow. 

This document is a. major contribution to the overall committee 
study, for several compelling reasons: 

— Its authors forcefully make the point that the United States does 
not yet have a clearcut, effective policy for maximum utilization of 
Americans now regarded as “older workers.” 

On the contrary, both government and private industry seem instead 
to regard earlier and earlier retirement — in some cases, it is actually 
enforced unemployment — as inevitable and perhaps desirable. 



1 Working papers : 

Economics of Aging : Toward a Full Share in Abundance, March 19G9. 

Health Aspects of the Economics of Aging, July 1909. 

Social Security for the Aged ; International Perspectives. August i960. 
Homeownership Aspects of the Economics of Aging (A Fact Sheet). July 1969. 
Hearings : 

Economics of Aging : Toward a Full Share in Abundance : 

Part 1. Washington. D.C., Apr. 29-30, 1969, Survey, 

Part 2. Ann Arbor, Mich., June 9, 1969. Consumer Aspects. 

Part o. Washington, D.C., July 17-18, 1969, Health Aspects. 

Part 4. Washington, D.C., July 31, Aug. 1. 1969, Homeownership Aspects. 
Part 5. Paramus, N.J., Aug. 14, 1969. An Urban Area. 

Part 6. Cape May, N.J. Aug. 15, 1969, A Retirement Community. 

Part 7. Washington, D.C., Aug. 25, 1909. International Aspects. 

Part S. Washington, D.C., Oct. 29, 1969, National Organisations. 

(IH) 
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— Such attitudes and practices are. contributing to the economic inse- 
curity of workers who are approaching retirement, leaving many 
of them with no alternative but early retirement and seriously 
inadequate income. 

— Another major theme is that much talent and experience is wasted 
when jobs are scrapped as the needs of industry or commerce 
change. Forced to find new employment after his fortieth birth- 
day, many a worker or executive has found himself on the road to 
permanently reduced income and — consequently — precarious re- 
tirement security. 

— Despite the fact that four out of every five persons over 65 are 
not in the labor force and that the other one in five tends to con- 
centrate in part-time and low-paid jobs, employment is still a 
major source of income for the aged group. Appropriate actions 
to increase employment opportunities for older Americans could 
therefore contribute substantially to the economic security of those 
who are able and wish to engage in gainful work. 

Here again, the people and the Nation suffer because we have failed 
to promulgate policies — a national commitment — to assure lifetime 
usefulness of all of those who wish to avoid retirement patterns that 
are increasingly accepted as “normal.” 

To the National Council on the Aging and its National Institute of 
Industrial Gerontology, we are grateful for an excellent document 
which will be helpful, not only in the present study, but in others as 
well. Special thanks must also go to Dr. Harold Sheppard of the Up- 
john Institute for Employment Research, a member of the original 
“Economics” Task Force and a major source of help in last year’s 
study of “Adequacy of Services to Older Workers.” 

IIakjuson A. Williams, Jr., Jennings Randolph, 

Chairman , Senate Special Chairman , Subcommittee on 

Committee on Aging. Employment and Retirement Incomes . 



CONTENTS 



Preface—. - 

Introduction 

Retirement or unemployment? 

A growing dependency ratio. — . 

Decline in labor force participation 

Health and labor force participation 

Unemployment in the preretirement years — 

Full employment for the middle-aged and older worker. 

Earnings after age 65 

Conclusion 

(V) 



Page 

III 

1 



10 

12 

14 

16 



Oj C5 ** C£ 



EMPLOYMENT ASPECTS OF THE ECONOMICS 

OF AGING 



INTRODUCTION 

This document is in large part an outgrowth of the report to the 
Senate Special Committee on Aging, submitted by a task force and 
entitled “Economics of Aging; Toward a Full Share in Abundance. 55 
Among the very significant observations made in that report were the 
following: 

1. Unless positive action is taken, the economic position of persons 

now old will deteriorate markedly in the years ahead. 

2. Low income in old age is not a transitional problem that, given 

present trends, will solve itself. 

3. If present trends are permitted to continue, today’s workers will 

face the same problem of inadequate income in retirement. 

4. In relation to the income a given older person had before 

retirement, he has suffered a substantial drop. 

5. Earnings drop as advanced age further curtails already limited 

employment opportunities. 

6. Inflation erodes already inadequate retirement incomes, and this 

erosion continues over a long retirement period. 

7. Early retirement is a developing trend that could seriously 

counteract other trends serving to improve the income 
position of future aged populations. 

$. Early retirement (plus any further increase in life expectancy) 
allocates a greater number of years to retirement and increases 
the cost of income maintenance of the aged population. 

9. The pension policies of government and private industry clearly 
influence the retirement decision of workers. Increased atten- 
tion must therefore be directed to the social and economic 
implications of such policies and to the search for other 
solutions. 

These and related observations by that Task Force lead 
us to consider the relationship of employment problems 
of older Americans to other aspects of social policy. The 
thrust of the document that follows here is that employ- 
ment for older workers must clearly counter the uneval- 
uated trend toward involuntary and early retirement. 
Much of the retirement taking place in our economy and 
society is counter-productive, arbitrary, inflationary, and 
possibly dysfunctional to the individual. 



(E 
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Two primary recommendations of the writers are that — 

(1) the study of institutional and other arrangements giv- 
ing rise to involuntary retirement called for by Section 
5 of the Age Discrimination in Employment Act be un- 
dertaken promptly, and 

(2) a Middle-Aged and Older Workers Full Employ- 
ment Act, similar to that introduced in the Senate last 
year (S. 4180), be passed and adequately implemented 
in order to provide a comprehensive program of employ- 
ment services and opportunities for middle-aged and 
older Americans. 
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RETIREMENT OR UNEMPLOYMENT? 

As we enter the decade of the 1970’s, we find a sort of 
limited, perhaps misdirected, concern among* Americans 
about people who are not working and who are dependent 
on the working population. This is certainly the impres- 
sion created, for example, by the current official and un- 
official publicity about mothers of dependent children, 
and by the proposals to take them off welfare 
rolls through training and employment programs. If we 
were genuinely concerned about all potentially employ- 
able Americans and their needs to be trained or re- 
trained, and about keeping all such persons in the labor 
force, why haven’t we taken equal cognizance of, and at- 
tempted to remedy, the rather sharp decline in the labor 
force participation rate of older Americans? By “older” 
we mean here especially those persons aged 60-69. 

We cannot fail to note the fact that even in a recent high employ- 
ment year ( 1968) , about one-half of all the men starting to receive their 
social security benefits were under 65. By the end of 1968 thirty per- 
cent of all men on social security benefits were under 65. Sixty percent 
of the men who claimed reduced benefits in 1966 were only 62. This age 
group contains a relatively high proportion of men with a history of 
low earnings and no covered earnings in the years immediately before 
they became eligible for social security benefits. 1 

The indirect evidence we have examined points to the very real pos- 
sibility that a large proportion of these more than six million men are 
not retired on adequate retirement incomes, that many of them “re- 
tired” because of the adverse workings of our national manpower pro- 
grams and policies — in the public and private spheres of our economy. 
According to the Social Security Administration, men taking benefits 
at age 62 had earned on the average about $2,700, about $S00 less than 
those who could afford to wmt till 63 or 64 to draw benefits, and $1,300 
less than the average for men taking benefits at age 65. Many of these 
early retirees can be expected to swell the count of the aged who are 
poor or near-poor. And the poverty rate for families of men aged 65 or 
older is nearly triple that of younger families. Does the Nation con- 
sciously wish to add to its poverty rolls while indulging in a rhetoric 
about a “war against poverty” ? 

Furthermore, we are not impressed with the argument 
that a major reason for their non-participation in the 
labor force stems from health problems. There is a grow- 
ing body of knowledge, indeed, which suggests that one 
of the reasons for the health problems they do exhibit may 
be related to damaging employment experiences in pre- 
vious years. 



1 Bixby, Ignore E., and Kings, E. Eleanor, “Work Experience of Men Claiming Retire- 
ment Benefits, 1966,” Social Security bulletin, August 3 969. 
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For example*, Sidney Cobb. M.D., of the Institute for Social Re- 
search of the University of Michigan, has been examining the impact 
of the closing of a Detroit plant, in on the physical and mental 
health of the workers. This plant had a largo proportion of long-time 
employees in their 50 ? s. lie points out that although we have made 
gains in health programs for industrial workers when they are work- 
ing, we are lagging in care of the same group when it. is unemployed. 
In addition to severance pay and unemployment insurance, we need 
humane and personal consideration from our society in dealing with 
displaced workers. 

The increase in sickness among the workers of the Detroit plant 
might have been due in part (a) to the tendency of some of the workers 
to move into a “sick” role in preference to an “unemployed” role and 
(b) to their reluctance to take time off for a postponable operation 
while they were working. But Dr. Cobb finds that for many diseases 
environmental stresses brought to bear on susceptible people will cause 
rival illness. He has not yet finished his study, but he has concluded 
from this and earlier experience that losing a job can exacerbate dis- 
eases and even produce new diseases. Out of f>4 men laid oil’ in Detroit, 
he identified eight cases of arthritis, six cases of severe depression re- 
quiring medical help, three cases of ulcers, five cases of hypertension 
requiring hospitalization, two cases of high blood pressure, and one 
erase of alcoholism as directly traceable to the plant closedown and its 
aftermath. Two men even lost their hair — a reaction in these cases to 
acute anxiety (alopecia). Men like these could be restored to a working 
role instead of being forced to leave the labor force, even though they 
may not be eligible for social security benefits until several years later. 

A GROWING DEPENDENCY RATIO 

We are concerned about the degree to which Ameri- 
cans of working age will accept a growing dependency 
population which they must directly and indirectly sup- 
port. Furthermore, strictly from the standpoint of eco- 
nomics a growing “dependency ratio” can reach a 
straining point. Even a country like Sweden with its 
reputation of being a “welfare state” has come to rec- 
ognize the need for a more rational approach to this di- 
lemma. Indeed, it is possible to argue that “rational” and 
“humane” considerations are frequently mutually rein- 
forcing. Many older persons want to continue to be 
employed as a major condition for income and life sat- 
isfactions. We are using the economic argument here to 
buttress humane motives for maintaining a high level of 
employment for older Americans. 

Using the frequently accepted definition of working age population 
to be. all those 20 to (>i years old, let us examine the trends in the de- 
pendency ratio in the United States. In 19o0, for every 100 persons of 
working age there were 72. G persons below 20 or above 04. 

Today, that dependency ratio has climbed to approximately 03.2. 
The older, Go-plns part, of that dependency ratio is approximately 
1S.2 today. 
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Population projections for the near future indicate that tlio a go 
group Co and over will remain the same, relative to the ago group 20 
through G4, But as the Task Force on the Economies of Aging pointed 
out, with more and more workers retiring before Go, the ratio changes 
and we must re-examine the conclusion that the economic costs of sup- 
porting the nonworking population will not he increased by a rising 
proportion of older people. 

With the present high proportions of* workers claiming social se- 
curity benefits before age G5, the dependency ratio can increase alarm- 
ingly. If workers aged GO and over continue to be eased out of the 
labor market, the 1070 dependency ratio could approach 110. The 
dependency ratio for the older group (excluding children and teen- 
agers) would then jump from 18.2 to 28.3. One hundred peopleVould 
bo working to support 28 people aged GO or over through social security 
benefits, old age assistance, private pensions or help from the family. 

If we are really concerned about some of the long-term 
and institutionalized forces of inflation, why aren’t we 
making every effort to maintain a high level of labor 
force participation of “older workers”? And by older 
workers we mean those GO to 69 years old — the group 
whose labor force participation rate has been declining- 
most radically over the past two decades. 

Inflation in its classical form consists of a static amount of produc- 
tion with a rising level of money supply. This is essentially wlmt takes 
place when we give money to persons who are not in the productive 
processes of the economy. Countries such as Sweden have recognized 
tills dynamic and have — contrary to the short-sighted American pat- 
tern — moved to raise the retirement age in industry. 

One of the curses of inflation is that it produces a heedless disregard 
of costs — costs of a refrigerator, of a steak, of a new car, and of early 
retirement of the work force. A University of Oregon survey of early 
retirement programs in industry which is being conducted under a 
partial grant from the National Institute of Industrial Gerontology 
of the National Council on the Aging shows that, in 19GS, 47 percent 
of the retirees in companies with early retirement options were early 
retirees. The great majority of these companies reported an increase 
in early retirements over the last ten years. Even when these retire- 
ments were voluntary, the companies expressed concern — concern for 
the welfare of their early retirees rather than for costs. (Any addi- 
tional company costs of early retirement are frequently passed on to 
the consumer in the form of higher prices.) 

The odds are that the aging individual will find him- 
self part of the “new poor.” We have already mentioned 
that recent Social Security Administration findings point 
to claiming of benefits in the lower age groups (under 
65) as a last resort after periods of unemployment or 
underemployment. Benefits paid at age 62, and even at 
ages 63-64, in these cases are nothing more than a dis- 
guised form of unemployment insurance. Granted that 
workers aged 65 may be better prepared to retire (as evi- 
denced by the better past earnings record of this group 
of beneficiaries), even among this group much retirement 
is compulsory and unwanted. 
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For the, individual, financial problems are the dominating: concern. 
And who can blame him when social security benefits now being: 
awarded average little more than $100 a month for a retired worker? 
But there are adverse psychological impacts on the individual that a 
society as “civilized” as ours should avoid. Robert Butler, MJD., of the 
Washington School of Psychiatry points out that we leave immune 
from arbitrary retirement three leadership groups — political, judicial 
and medical — as well as the self-employed. Why these? What evidence 
is there of better performance among these groups than among the 
older workers in offices or in many modern blue collar jobs? Except 
perhaps for doctors, we cannot even point to concern over an economic 
scarcity of supply in these “immune” groups as a justification for 
favored treatment in the labor market. 



DECLINE IN LABOR FORCE PARTICIPATION 



The young are necessarily a dependent, non-productive 
part of any population. But the shrinkage of productive 
employment activity for the older population is some- 
thing we can control. The impact of lost earnings on the 
individual can force him into poverty, at the same time 
that increasing numbers of such persons mean heavy 
costs to the economy in terms of dependency. 

The loss of income from work begins not at “retirement”, but before. 
Among those who have unemployment during a year, workers 45 or 
older have more spells of unemployment than younger workers. Among 
those who had any unemployment in 1967, 19.7 percent of workers 45- 
54, 24.6 percent of those 55-64, and 29.1 percent of those 65 or older had 
three or more spells of unemployment. 2 Only 14.6 to 17.6 percent of 
teenagers and 16.2 to 17.S percent of workers aged 20-44 had as 
heavy an incidence of unemployment. The difference by age is 
especially pronounced among male workers: 



Age: 

16 to 39 

20 to 44 

45 to 54 

55 to 04 

65 and older. 



Percent with s 
or more ftjH'Ux 
of unemployment 

20. 5 

19. 2 

22. 7 

HI is.’ 2 

30.3 



Income loss from unemployment among older workers 
each year is partly due to the industries and occupations 
in which they are employed. What is significant is that 
among those 45 or older (almost 40 percent of our 1967 
labor force), many are heading toward retirement after 
a large measure of reduced opportunity for employment. 
Seniority rules protect some. But there is nothing in re- 
cent Labor Department studies of job separations that 
confirms the idea that older workers as a whole are less 
exposed to layoff than are others. 3 Plant shutdowns, relo- 



2 U0£nn, F. A., ‘‘Work Experience of: the Imputation,” Monthly Labor Review , Inin? 
If) 00. Appendix table C-3. 

:1 1-Io.vl, K, IX, ‘‘Why the Unemployed Look for Work,” Monthly Labor Review, February 
mo7. 
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